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DEBTS, REVENUES AND EXPENDITURES 

AND NOTE CIRCULATION OF THE 

PRINCIPAL BELLIGERENTS 

SUMMARY 

I. Public Debts, 161. — II. Revenues and Expenditures, 169. — 
III. Note Circulation, 179. 

I. Public Debts 

Since the beginning of the war sixteen of the bellig- 
erent countries have contracted new obligations to the 
extent of $212,268 millions or $329.91 per capita. The 
contribution of Allied countries to this total is $149,357 
millions or $300.85 per capita, and that of the Central 
Powers, $62,911 millions or $428.05 per capita. In the 
same period of time, the annual requirements of the 
debt have increased $8,217 millions or $12.77 per capita, 
representing a charge against the combined national in- 
come to the extent of eight and one-half times its pre- 
war proportions. Of this amount, $5,099 millions or 
$10.28 per capita is assessable against the Allied Powers, 
and $3,118 millions or $21.22 per capita against the 
Central Powers. 

The distinction of having the lowest per capita debt 
of all the belligerents during the pre-war period falls 
to the United States. At the most recent date, Great 
Britain leads all its allies and associates as well as its 
former opponents in per capita indebtedness; France 
comes next, with New Zealand and Italy closely follow- 
ing. In the group of Central Powers, Germany occupies 
the unique position of having both the lowest per capita 
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debt at the outbreak of the war and the highest per 
capita debt among its allies at the present time. 

A rough comparison of the per capita debt of the 
principal belligerents at the outbreak of the war and at 
the most recent date indicates the following approxi- 
mate increases : Germany, thirty-threefold ; United 
States, twenty-onefold; Great Britain and Russia, ten- 
fold; Austria and Hungary, fivefold; and France and 
Italy, fourfold. Only one nation has emerged from the 
great conflict unscathed financially, namely, Japan. 

The summary on page 164 presents figures relating 
to the public debt of sixteen countries. In using the 
data, it should first be remembered that all amounts 
are gross and that, therefore, duplication exists, the 
elimination of which would reduce the aggregate ap- 
proximately $22,950 millions. The loans of belligerent 
powers to their allies and associates are reflected in 
expenditures and hence in the public debt, and no 
allowance is made therefor in the statement of gross 
indebtedness. That these advances are of no small con- 
sequence may be observed from the following figures: 
United States (to September 2, 1919), 1 $9,684 millions; 
Great Britain (to March 31, 1919), £1,739 millions or 
$8,463 millions; 2 Japan (to September 1, 1918), 1,152 
million yen or $574 millions; and France (to May, 
1919), 12,500 million francs or $2,413 millions. 3 The 
debt of Austria and Hungary to Germany was reported 
as 4,500 million crowns to the end of 1917 or $914 mil- 

1 Distributed as follows (millions of dollars): Belgium, 343; Cuba, 10; Czecho- 
slovakia, 55; France, 3,048; Great Britain, 4,316; Greece, 48; Italy, 1,619; Liberia, 5; 
Rumania, 25; Russia, 187; Serbia, 27. These are credits established. Cf. New York 
Times, September 12, 1919. 

2 Divided as follows (millions of pounds): Russia, 568; Dominions, 171; France, 
434; Italy, 413; Belgium, 87; Serbia, 19; others, 47. Parliamentary Debates, House 
of Commons, April 30, 1919, vol. 115, No. 52, pp. 106 et seq. 

* As stated by M. Klotz, Minister of Finance, London Economist, June 7, 1919, p. 
1046. Consists of advances, 7,250 million francs, and materials, 5,000 million francs. 
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lions, 1 and the amounts advanced to Bulgaria by Ger- 
many totaled 2,640 million francs, or $510 millions. 2 
Turkey received assistance to the extent of $370 millions 
from Germany and $10 millions in gold from Austria 
and Hungary. 3 

Another consideration to be borne in mind is the rep- 
arations which the Allied Powers will exact from Ger- 
many and its allies. This circumstance will operate to 
reduce appreciably the debt of some of the Allied bellig- 
erents and shift the burden to their defeated opponents. 

Of greater importance than the reduction of gross 
debts to a per capita basis is the relation of national 
wealth to public indebtedness, on the one hand, and of 
national income to debt charges, on the other. Both 
wealth and income determine the ability to stand the 
financial strains caused by the war. Unfortunately 
official figures of national wealth and income at the 
present time are lacking and pre-war estimates only 
are available, which are more or less reliable but in- 
comparable because the theories behind them are at 
variance. For rough comparative purposes, however, 
these estimates afford a basis from which to judge the 
financial standing of the principal belligerents at the 
present moment. 

Before the war, the national wealth of the twelve 
belligerent countries specified in the table below was 
mortgaged to the extent of 4.84 per cent and the debt 
charges amounted to 1.29 per cent of the national in- 
come. At the most recent date for which statistics are 
available, the debt expressed as a percentage of pre-war 
national wealth increased to 41.45 whereas the debt 

i L'Economiste Francais, March 30, 1918, pp. 288, 289. A credit of 100 million 
marks was established monthly, of which 63.6 per cent went to Austria and 36.4 per cent 
to Hungary. 

* Stock Exchange Gazette, April 10, 1919, p. 446. 

■ Journal des Economistes, June 15, 1919, pp. 322-324. 
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Summary of Public Debts of Principal Belligerents" 

(Million dollars) 

A. Allied Powers 





Before entering the war 


Country 


Popula- 
tion 1 
(thou- 
sands) 


Date 


Debt 


Annual 

debt 
charges 


Debt 

per 

capita 

(dollars) 


Debt 

charges 

per 

capita 
(dollars) 


United States . . . 
Great Britain . . . 

New Zealand . . . 

Italy 

Russia 

Belgium 


106,653 

46,089 

8,361 

4,971 

1,162 

39,700 

36,717 

57,998 

182,183 

7,658 

4,950 


Mar. 31, 1917 
Aug. 1, 1914 
Mar. 31, 1914 
June 30, 1914 
Mar. 31, 1914 
July 31, 1914 
June 30, 1914 
July 31, 1914 
Jan. 1, 1914 
Jan. 1, 1914 
Dee. 31, 1913 


1,208 
3,458 

336" 
93" 

446 3s 
6,598 
3.031 2 
1,261» 
5,092 

722" 

188' 


23« 

119' 

1333 

33« 

13" 
252" 
103! 

54» 
218'» 

25» 
8« 


11.33 
75.03 
40.19 
18.71 
383.82 
166.20 
82.55 
21.74 
27.95 
94.28 
37.98 


0.22 
2.58 
1.55 
0.60 
11.19 
6.35 
2.81 
0.93 
1.20 
3.26 
1.62 


Total 


496,442 




22,433 


831 


45.19 


1.67 



B. Central Powers 



Turkey 

Bulgaria 


67,812 
30,958 
21,410 
21,274 
5,518 


Oct. 1, 1913 
Aug. 1, 1914 
Aug. 1, 1914 
Mar. 31, 1914 
July . . , 1914 


1,165* 

2,631*2 

1,60222 

667 

171* 


42< 

IOI12 

53" 

45'« 

8* 


17.18 
84.99 
74.82 
31.35 
30.99 


0.62 
3.26 

2.48 
2.12 
1.45 


Total 


146,972 




6,236 


249 


42.43 


1.69 


Grand total . . 


643,414 




28,669 


1,080 


44.56 


1.68 



i In 1918 or on latest available date. Statistical Abstract of the United States, 1918. 
p. 842. 

2 According to Riccardo Bachi, " L'ltalia Economica nel 1917," Revue Financiere 
et Economique d' Italie, February, 1919, pp. 30-32. 

8 Includes currency debt of $33,841,000. Cf. Statesman's Yearbook, 1916, p. 989. 

4 Statistisches Jahrbuch fur das deutsche Reich, 1915, p. 359. 

6 Statesman's Yearbook, 1910, p. 701. Interest charges include an estimated 
amount for interest at 4 per cent on treasury bills. 

e Interest for the year ended June 30, 1916. Statistical Abstract of the United 
States, 1918, p. 672. 

7 Cf. Bulletin de Statistique et de Legislation Comparee, April, 1919, pp. 783 et seq. 
Interest at most recent date covers debt charge of ,£269,904,000 as estimated by the 
Chancellor of the Exchequer for 1919 plus 4 per cent interest on the new loan, recently 
floated, of £539 millions. Cf. London Economist, July 26, 1919, p. 124. 

8 Statesman's Yearbook, 1916, p. 868. 

* Japan Financial and Economic Monthly, September, 1914, p. 49. 

to Statesman's Yearbook, 1916, p. 1293. Actual interest for 1913. 

u Statesman's Yearbook, 1919, p. 692. 

12 Ibid., 1915, p. 689. Actual interest for 1913. 

'3 Ibid., 1915, p. 702. Estimated for 1914-1915. 
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Summary op Public Debts op Principal Belligerents 

(Million dollars) 
A. Allied Powers 





At most recent date 


Country 


Date 


Debt 


Annual 

debt 
charges 11 


Debt 

per 

capita 

(dollars) 


Debt 

charges 

per 

capita 
(dollars) 


Italy 


Aug. 31, 1919 
July 26, 1919 
Mar. 31, 1919 
Dec. 31, 1918 
Mar. 31, 1918 
Mar. 31, 1919 
May 30, 1919 
Mar. 31, 1919 
Aug. 31, 1919 
April 1, 1919 
Mar. 31, 1919 


26,597i» 
37,657" 

1,584*1 

1,619<>5 
734" 
30,494 
15,009" 

1,284" 
54.402W 

1,889" 
5212" 


894" 

1,421' 

115 3 ' 

50 3 « 

223« 
1,9302« 

57721 
52'" 

766>2 
85" 

1823 


249.38 
817.04 
189.45 
325.69 
631.67 
768.11 
408.78 
22.14 
298.61 
246.67 
105.25 


8.38 
30.83 
13.75 
10.06 
18.93 
48.61 
15.71 

0.90 

4.203» 
11.10 

3.64 


Total 




171,790 


5,930 


346.04 


11 95 









B. Central Powers 



Turkey 

Bulgaria 


Sept. 30, 1919 
Oct. 31, 1918 
Oct. 31, 1918 
Aug. 31, 1918 
Mar. .., 1919 


40,00721 

17,07122 

8,90922 

2,00223 

1,15821 


2,20121 

62231 

34731 

8823 

10928 


589.97 
551.42 
416.11 
94.11 
209.86 


32.46 
20.09 
16.21 
4.14 
19.75 


Total 




69,147 


3,367 


470.48 














240,937 


9,297 


374.47 











ii For the year ended March 31, 1915. Statesman's Yearbook, 1915, p. 1398. 

" New York Times, September 4, 1919. 

" London Economist, August 2, 1919, p. 178. 

■' According to an official statement made by the Minister of Finance on July 10, 
1919. Cf. L'Economiste Europeen, July 18, 1919, p. 43, and London Economist, July 
26, 1919, p. 136. 

13 Japan Financial and Economic Monthly, April, 1919, p. 18. 

18 Includes 56.346 million rubles of currency notes estimated as issued by the Bol- 
sheviki from October 25, 1917 to August 31, 1919. See text, infra. 

2» L'Economiste Europeen, April 11, 1919, p. 228. 

!1 As estimated by Dr. Demburg, Minister of Finance. Berliner Zeitung, May 3, 

22 L'Economiste Europeen, February 14, 1919, p. 110. Official figures. 

23 Ibid., May 30, 1919, p. 340. 

2i Ibid., May 9, 1919, p. 293. Official statement by Minister of Finance Daneff. 

23 L' Economiste Europeen, March 14, 1919, p. 175. 

23 As stated by M. Klotz, Minister of Finance. London Economist, June 7, 1919, 
pp. 1045 et seq. 

2 ' Guzetta Ufficiale del Regno d' Italie, May 8, 1919, and L'Economiste Europeen. 
June 13, 1919, p. 370. 
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charges as related to pre-war national income rose to 
11.21. 

Of all the twelve nations, the United States shows the 
smallest percentage of mortgaged wealth before the war, 
while Germany, as in its per capita indebtedness, holds 
the same record with reference to the group of Central 
Powers. Turkey's pre-war debt expressed in terms of 
national wealth heads the list of all countries and Italy 
holds the leading position in the Allied group. 

At the most recent date, Turkey falls to third place 
among the Central Powers, with Austria at the head and 
Hungary second. Of all the powers (save Japan), Bel- 
gium shows the lightest effects of the war and if Russia 
is excluded, Italy still retains the highest ratio in the 
allied group, excelled only by Austria as far as the other 
nations are concerned. 

With respect to interest and other debt charges as 
related to national income, the ratio is of prime signifi- 
cance in so far as the foreign debt is involved. Pay- 
ment of these charges by any nation entails the transfer 
of a portion of its income elsewhere and affects its ex- 

M Estimate of M. Todorov. L'Economiste Europeen, February 22, 1918, p. 126. 

M This table represents in essential parts a revision of figures given in a previous 
article (Quarterly Journal of Economics, May, 1919). Wherever no references are made, 
the reader is kindly referred to this previous article for sources of information. The 
rates of conversion into dollars are as follows: 1 lira or franc = 19.3 cents; 1 pound = 
$4.8665; 1 mark = 23.8 cents; 1 ruble = 51.5 cents; 1 Austrian crown = 2(5.3 cents; 
1 Turkish pound = $4.40; 1 yen = 49.85 cents; 1 Greek drachma = 19.3 cents; 1 Bul- 
garian leva = 19.3 cents. 

»° Interest charges as computed for the year ended March 31, 1918. Inasmuch as 
the public debt has undergone but a slight change in the fiscal year 1919, the interest 
charges for 1918 may be taken as fairly representative for the current year. 

•i Debt service for 1918. Statistical Abstract of the United States, 1918, p. 846. 

" Estimated by the writer on the basis of a foreign debt of £925 millions (cf . Annual 
Report of the Corporation of Foreign Bondholders, 1918, p. 282) and an internal debt of 
24,085 million rubles (cf. Le Monde Economique, August 2, 1919, p. 473). No interest 
is included on the amount of currency notes issued by the Bolsheviki. 

» According to the Budget speech of Sir Thomas White on June 5, 1919. Cf. Mone- 
tary Times, June 6, 1919, pp. 26-35. 

" Statesman's Yearbook, 1919, pp. 410, 411. 

" Quarterly Summary of Australian Statistics, December, 1918, p. 84. 

16 Computed by the writer. 

" Estimated interest charges for 1920, exclusive of provisions for amortization or 
redemption. Statesman's Yearbook, 1919, p. 446. 

■ Statesman's Yearbook, 1917, p. 414. 

*• Official Year Book of the Commonwealth of Australia, No. 10, pp. 746-748. 

40 Estimated at the rate of 4i per cent. 

41 Includes charges for amortization and redemption wherever provision has been 
made therefor. In the case of practically all the principal belligerents the figures in these 
columns represent interest charges only. 
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change situation adversely. That the debts held in 
foreign countries assume considerable proportions ap- 
pears from the figures presented above on the advances 
by allied and associated governments. But to these 
amounts there must be added loans floated and credits 
furnished by private individuals and banking institu- 
tions abroad. The total foreign debt of Great Britain 
on March 31, 1919 was $6,570 millions; * that of France 
on March 31, 1919, approximately $5,211 millions; 2 
and the foreign debt of Italy on May 30, 1919, about 
$3,669 millions. 3 

The ratio of debt charges to national income also 
serves as an index to the proportion of annual income 
that must flow into the coffers of the government in the 
shape of taxes. So far as the national income is con- 
cerned, the process may be described as taking money 
from one pocket and putting it into another; but so 
far as individuals or classes of individuals are con- 
cerned, the problem is of great moment. For example, 
in the United States where the personal income, cor- 
poration, and excess profits taxes are the pillars of gov- 
ernment finance and where the average workman is 
little affected by their operation, the present interest 
charge is in effect an agency which helps to redistribute 
the national income. The government takes out of the 
pockets of the tax-paying classes funds in the form of 
taxes and distributes them in the shape of interest 
among the holders of bonds, consisting to an appreciable 
extent of the untaxed classes. The ratio of debt charges 
to national income measures the relative burdens of 
future taxation. 

1 Parliamentary Debates, House of Commons, April 30, 1919, vol. 115, No. 52, 
pp. 106 et seq. 

3 As stated by Finance Minister Klotz on May 27, 1919, London Economist, June 7, 
1919, p. 1045. 

8 As stated by the Minister of Finance on July 10, 1919, London Economist, 
July 26, 1919, p. 136. 
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The following table gives the details with respect to 
twelve countries. 



Financial Standing of Principal Belligerents 

(Million dollars) 
A. Allied Powers 





Pre-war 
national 
wealth' 


Pre-war 
national 
income 1 


Before entering the 
war 


At most recent 
date 


Country 


Debt 

as per- 
centage 
of na- 
tional 
wealth 


Debt 
charges 
as per- 
centage 
of na- 
tional 
income 


Debt 
as per- 
centage 
of na- 
tional 
wealth 


Debt 
charges 
as per- 
centage 
of na- 
tional 
income 


United States 

Italy 


204,400 
69,600 
58,500 
22,800 
11,700 
60,000* 
15,000 


35,300 
11,000 
6,000 
4,000 
1,700 
6,500 
1,300 


0.59 
4.97 
11.28 
13.29 
10.78 
8.49' 
4.81 


0.07 
1.08 
4.20 
2.58 
3.18 
3.35 
1.92 


13.01 

54.10 

52.13 

65.83 

10.97 

90.67 ' 

12.59 


2.53 
12.92.; 
32.17 
14.43 

3.05 
11.78 

6.54 


Total 


442,000 


65,800 


4.83 


1.21 


37.86 


8.70 



B. Central Powers 



Turkey 


80,500 

23,500 

16,500 

4,000 

4,000 


10,500 

2,400 

1,400 

500 

500 


1.45 
11.20 

9.71 
16.68 

4.28 


0.40 
4.21 
3.79 
9.00 
1.60 


49.70 
72.64 
53.99 
50.05 
28.95 


20.96 
25.92 
24.78 
17.60 
21.80 


Total 


128,500 


15,300 


4.85 


1.63 


53.81 


22.01 


Grand total .... 


570,500 


81,100 


4.84 


1.29 


41.45 


11.21 



1 The figures submitted herein are based on estimates by Dr. Stamp in a paper 
" Wealth and Income of the Chief Powers,'* read before the Royal Statistical Society, 
(cf. London Economist, May 24, 1919, pp. 958, 959); on the estimates of Professor 
Bogart for the Carnegie Foundation for International Peace; and War Finance Primer, 
issued by the National Bank of Commerce of New York City, May, 1917, The figures, 
tho based more or less on conjecture, serve a useful purpose, however, in comparative 
studies and for this reason the relation is here drawn between national wealth and debt 
on the one hand, and national income and interest charges on the other. 

* Figures have reference to European Russia only. 
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II. Revenues and Expendituees 

The largest degree of flexibility in receipts from taxa- 
tion during the period of the war is shown by the United 
States, with Great Britain following closely. Of the 
seven countries compared in this section, Germany 
shows the poorest record up to the end of 1916. Here 
the influence exercised by an overconfident military 
clique had its telling effect on the taxation policy during 
the first two and one-half years of the conflict. Only as 
the militarists became slowly reconciled to the fact that 
the victory of German arms was still a far distant dream 
and that indemnities could more easily be contemplated 
than imposed did a change in the fiscal policy of the Ger- 
man empire appear more and more necessary, if bank- 
ruptcy was to be averted. 

The income tax has proved to be the bulwark of Brit- 
ish and American war finance. This source of revenue 
augmented by the taxation of excess profits accounts for 
the greater part of the increase in revenue receipts in 
these countries. While in France and Italy the taxa- 
tion of excess profits was introduced in slightly different 
forms, it has failed to become so lucrative as in the 
United States and Great Britain. In Germany the war 
profits tax began to produce results for the first time in 
1917 and was mainly responsible for the rise in revenue 
from 2,029 million marks in 1916 to 7,830 million marks 
in the following year. 

The increase in tax receipts during the latest full 
fiscal year for which data are available as compared with 
the fiscal year immediately preceding the war shows the 
following percentages: United States, 569.6; Great 
Britain, 380.2; Germany, 283.7; Italy, 124.9; Canada, 
85.7; Japan, 30.8; France, 26.5. In Germany, this in- 
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crease took place wholly in 1917. In the fiscal years 
1915 and 1916, the revenue declined considerably, and 
altho new taxes were enacted in the fall of 1916, they 
failed to stem the tide, for the total receipts were less 
than in 1913 or 1914. The war profits tax, the tax on 
coal and sales, increased duties on cigarettes and higher 
export duties were the principal factors in making it 
possible to almost quadruple the revenues for 1917 as 
compared with 1916. 

A study of the emphasis placed on direct taxes as con- 
trasted with indirect taxes discloses interesting facts, 
irrespective of whether the distinction is any longer of 
significance from the point of view of fiscal theory. In 
Great Britain, the ratio of direct taxes to total receipts 
from taxation, expressed as a percentage, rose from 44.8 
in the first eight months of the war to 73.9 in the fiscal 
year 1919; in the United States, from 12.8 in the fiscal 
year 1915 to 67.1 in the fiscal year 1919; in Japan, from 
34.5 in the fiscal year 1914 to 43.6 in the fiscal year 
1919; and in Italy, from 41.2 in the fiscal year 1914 to 
51.1 in the fiscal year 1918. In France, the ratio fell 
from 35.6 in the last five months of 1914 to 27.9 in 1915 
and 24.2 in 1916; in 1917, it rose to 26.2 and in 1918, 
again to 32.3. In the case of Germany, the imperial 
government had always relied mainly on indirect taxa- 
tion, and not until 1917 did it enter the field of direct 
taxation by introducing the tax on war profits, coal, 
and sales. 

The relation of receipts from taxation to expenditures 
is of great significance, since it determines the fiscal 
burden to be borne by future generations. The follow- 
ing summary shows the receipts from taxes; total ex- 
penditures; and the ratio of the former to the latter, 
including and excluding loans to associated and Allied 
nations, as far as data are available. 
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III. Note Cikculation 

The total note circulation of thirteen belligerent 
powers at the most recent date totals $74,969 millions 
as compared with $4,998 millions before the outbreak 
of the war. In the same interval the amount of note 
circulation per head of population rose from $7.95 to 
$119.20. The highest figures per capita in the pre-war 
period is shown by the Allied group, while at the most 
recent date the tables are reversed, the Central Powers 
having a circulation larger by 16.1 per cent. 

Of all the nations, Russia leads in its note circulation 
per capita at the most recent date, altho its order was 
third last before the war. France follows, with Austria- 
Hungary (combined) closely behind. The increase in 
the note circulation of the larger countries may roughly 
be put as follows : Russia, forty-fivefold; Germany and 
Austria-Hungary (combined), each eighteenfold; Great 
Britain, ninefold; France, United States and Italy, 
each fourfold; and Japan, threefold. The subjoined 
table compares the note circulation, in absolute and 
per capita figures, before the war and at the most recent 
date. 

The extent to which the gold standard was abandoned 
during the war may be seen from the ratio of metallic 
reserves of the banks of issue to their combined note and 
deposit liabilities. In the case of Austria-Hungary, 
Russia, and Turkey, the gold holdings of the banks of 
issue have dwindled to so low a figure, and the out- 
standing liabilities against which the metal was sup- 
posed to serve as a reserve have grown to such heights, 
that practically no remnant of a gold basis is left. In 
the Allied group, with the notable exception of Russia, 
the Italian banks of issue show the sharpest decline in 
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Summary op Note Circulation op Principal Belligerents" 

(Million dollars) 
A. Allied Powers 





Before entering the war 


At most recent date 


Country 


Date 


Total 
note 
circula- 
tion 


Dollars 

per 
capita 


Date 


Total 
note 
circu- 
lation 


Dollars 

per 
capita 


United States. 
Great Britain . 

Italy 

Belgium 18 .... 


July 1, 1914 
July 29, 1914 
July 30, 1914 
July 31, 1914 
Aug. 1, 1914 
Aug. 1, 1914 
Mar. 19, 1914 
July 31, 1914 


715' 
223' 
1,290 
518 
163 
842 
186' 
46" 


6.70 

4.84 

32.49 

14.11 

2.81 

4.62 

24.29 

9.29 


Aug. 1, 1919 
Aug. 6, 1919 
Aug. 7, 1919 
May 20, 1919 
June 28, 1919 
Aug. 31, 1919 
July 24, 1919 
June 13, 1919 


3,340' 
2,331" 
6,805 
2,695* 

582> 
38,474« 
882 
257 1S 


31.32 

50.58 

171.41 

73.40 

10.03 

211.18 

115.17 

51.92 


Total 




3,983 


8.26 




55,366 


114.88 



B. Central Powers 



Austria and 
Hungary 


July 23, 1914 

July 23, 1914 
July ... 1914 
Sept. . . , 1913 


538" 

432 
910 

36u 


7.93 

8.25 
0.42 
6.52 


July 7, 1919 

July 15, 1919 
April .., 1919 
Mar. .., 1919 


00 p 

to 
rf. 


149.07 

160.40 
33.09 
70.68 


Total 




1,015 


6.91 




19,603 


133.38 


Grand total 




4,998 


7.95 




74,969 


119.20 



I National bank notes only. 

a National bank, federal reserve and federal reserve bank notes. 

3 Includes also the average weekly circulation, for the month of July, 1914, of the 
private, joint-stock, Scotch and Irish banks of issue. Cf. London Bankers', Insurance 
Managers', and Agents' Magazine, September, 1914, p. 427. 

4 Consists of the following (million lire): state notes, 2,089, and Treasury notes, 199, 
as of November 30, 1918 (cf. Giornale degli Economisti, January, 1919, p. 1); notes 
of the Banca d' Italia (as of May 20, 1919), 9,265; of the Banco di Napoli (as of March 
10, 1919), 1,989; and notes of the Banco di Sicilia (as of March 10, 1919), 421. Guzetta 
Ufficiale del Regno d' Italia, June 25, 1919. 

5 Includes government notes in circulation as of May 31, 1919, 110 million yen. 

6 Estimated. See text, infra. Excludes notes in circulation of governments other 
than that of Bolsheviki. 7 Statesman's Yearbook, 1915, p. 729. 

8 L'Economiste Europeen, December 6, 1918, p. 366. 

9 Includes 278 million marks of notes of the other four banks of issue as of December 
31, 1918. 10 Figures for the Ottoman Bank of Constantinople. See text, infra. 

II Where no references are indicated, the sources of information are identical with 
those furnished in the text proper. 

18 Includes Treasury notes, estimated at 200 million marks. 

13 Statesman's Yearbook, 1916. 

u Includes also the average weekly circulation of the other banks of issue for the 
month ended May 17, 1919. London Bankers', Insurance Managers*, and Agents' 
Magazine, July, 1919, p. 107. 

16 Exclusive of Ionian Bank circulation and forced currency. 

'« Exclusive of any notes that may possibly have been issued by the Communist 
government. 

17 L'Economiste Europeen, May 9, 1919, p. 293. Statement by the Minister of 
Finance Daneff. w Figures are for the National Bank of Belgium. 
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the ratio of their metallic reserves to their note and de- 
posit liabilities. The lightest effects of disorganized 
banking have been experienced by the Federal Reserve 
System of the United States and the Bank of Japan. 

A detailed study of the banking situation in the prin- 
cipal belligerent countries follows. 

United States 

From August 1, 1914 to September 10, 1919 the excess 
of gold imports over exports was $919 millions whereas 
the excess of silver exports over imports during the same 
period was $389 millions. Very heavy purchases made 
by European belligerents in this country necessitated 
the shipment of a large amount of gold to liquidate ad- 
verse balances, especially during the period of neutrality 
in 1915 and 1916. From $1,890,678,304 on July 1, 1914, 
the stock of gold in the United States rose to $3,088,904,- 
808 in April, 1917, when we entered the war. The total 
stock of money in the United States exclusive of that 
held by the United States Treasury, increased from 
$3,419,168,368 on July 1, 1914, to $4,702,130,941 on 
April 1, 1917, representing a rise of $1,282,962,573, of 
which $883,481,028 was in gold. After our entrance 
into the war, while foreign credits were arranged for 
Allied countries which obviated the necessity of shipping 
gold for the most part, silver was being exported from 
this country in fairly large amounts in settlement of 
adverse trade balances, especially in the Orient. 

Interesting facts may be observed in a study of the 
figures of notes in circulation. Whereas the circulation 
of gold coin increased considerably during the war 
period, the circulation of standard silver dollars re- 
mained practically stationary; at the same time, the 
amount of gold and silver certificates in circulation de- 
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creased considerably. The explanation of the two 
phenomena can be traced to different causes. For the 
purpose of conserving the gold supply of this country 
and aiding the settlement of adverse trade balances, 
Congress enacted the Pittman Act, by the provisions of 
which the Secretary of the Treasury was authorized to 
melt 250,000,000 silver dollars and sell them as bullion 
at not less than one dollar per ounce. Inasmuch as silver 
certificates, issued on the basis of a deposit of silver dol- 
lars held in the Treasury, would have to be recalled from 
circulation, Congress permitted the Federal Reserve 
Board to issue in their place federal reserve notes of 
small denominations, not exceeding the amount of the 
silver dollars melted or broken up and sold as bullion. 
These federal reserve notes are based on United States 
certificates of indebtedness or one-year gold notes, with 
renewal privileges at the discretion of the Secretary 
of the Treasury. The Director of the mint is com- 
pelled, as soon as practicable, to purchase silver at one 
dollar per ounce to restore the amount melted or broken 
up; and as soon as this silver is coined, federal reserve 
notes of equal amount must be retired. 

The retirement of gold certificates, on the other hand, 
was due to an amendment to the federal reserve act, 
to date June 20, 1917, which provided that the entire 
lawful reserve of member banks must be carried with 
federal reserve banks and at the same time authorized 
the Federal Reserve Board to exchange federal reserve 
notes for gold. The primary purpose of this amend- 
ment was to centralize the gold holdings in the federal 
reserve banks. 

In the subjoined tables, the amount of money in cir- 
culation in the United States and the gold reserves, 
total reserves, gross deposits and note circulation of the 
Federal Reserve System are shown for various dates. 
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Great Britain 

As is well known, the Bank Act of 1844 provided for 
the expansion of note circulation only through the Bank- 
ing Department of the Bank of England. All notes 
issued by the latter above the statutory maximum of 
£18,450,000 had to be covered pound for pound by a 
deposit of gold. The Issue Department was made inde- 
pendent of the Banking Department and the former 
issued notes only upon the receipt of gold. 

On August 6, 1914 Parliament suspended the Bank 
Act, enabling the Bank of England to adjust its loans to 
meet the emergency occasioned by the outbreak of the 
war. In addition, Parliament passed the Currency and 
Bank Notes Act, permitting the Bank of England to 
issue notes, in the denomination of £1 and 10s. to 
the banks of issue of Scotland and Ireland, post office 
and trustees' savings banks and bankers, as a loan at 
5 per cent up to 20 per cent of their combined deposit 
and current liabilities. These notes were made un- 
limited legal tender. Fear of possible hoarding of gold 
and the desire to have notes below £5 (which was the 
smallest denomination of the Bank of England notes) 
were mainly responsible for the enactment of this 
measure. 

Against the Currency notes thus issued, gold coin and 
bullion and government securities were deposited. Be- 
ginning with a cover of £3,000,000 in gold coin and bul- 
lion on September 9, 1914, against a total of £27,113,128 
notes outstanding, the metallic reserve rose to £28,500,- 
000 on May 12, 1915; since which date it has remained 
stationary throughout the war. The ratio of gold coin 
and bullion to total currency notes outstanding rose 
from 11.1 per cent on September 9, 1914, to 74.1 per 
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cent on March 3, 1915, the latter being the highest 
point it ever reached. After 1915, with a stationary 
reserve and rapidly increasing issues, the ratios de- 
clined, and at the present time it is practically 8 per 
cent. The notes outstanding and reserves on various 
dates are here appended. 

The rise in currency note issues was accompanied by 
an expansion of the circulation of Bank of England notes. 
In the first week of the war, from July 29, 1914, to Aug- 
ust 7, 1914, the increase in notes was £6,399,070 and 
the decline in gold, £10,509,475. From August 7, 1914, 
to the middle of 1916, the circulation changed but 
slightly but, toward the end of 1916, the rise became 
more marked. From December 27, 1916, to December 
26, 1917, the increase was £6,268,430, representing 
two-thirds the amount of change from July 29, 1914, to 
the end of 1916; and from December 26, 1917, to 
December 25, 1918, the increase was £24,362,965, or 
50 per cent larger than the total change during the first 
three and one-half years of the war. 

Along with the increase in the bank note circulation, 
there followed changes in other items of the balance 
sheet. While public deposits did not keep pace with the 
growth of governmental operations, the amount of other 
deposits reflected the unprecedented business activity 
of the war period. The amount of coin and bullion 
showed fluctuations upward and downward at various 
times, with the general curve running distinctly in the 
upward direction. The following table affords a brief 
summary of the principal items in the balance sheet of 
the Bank of England during the war as compared with a 
pre-war period. 
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France 

The outstanding feature of French banking is that 
expansion of credit is accompanied by extension of note 
issues. The increase in the note circulation of the Bank 
of France is not due primarily to an extraordinary com- 
mercial demand, altho this is a contributing factor, but 
to the enormous increase in the advances of the bank to 
the French government. These advances are secured 
by obligations of the state. The latter receives credits 
upon the basis of which notes of the Bank of France are 
issued wherewith to pay the creditors of the government. 

From 200 million francs before the war, the advances 
to the state have risen to 23,400 millions on June 26, 
1919, and the notes in circulation were increased from 
6,683 million francs to 35,152 millions, as may be ob- 
served from the subjoined table: 

Bank op France » 
(Million francs) 

















Ratio of 
metallic 


Date 


Ad- 
vances 
to the 
govern- 
ment 


Gold in 

vaults 

and 

abroad 


Silver in 
vaults 


Notes in 
circula- 
tion 


Current 
accounts 

of the 
treasury 


Other 
current 
accounts 


reserve 
to com- 
bined 
note 
and 
deposits 
liabilities 


Jan. 2, 1913 


200 


3,195 


670 


5,933 


188 


572 


57.75 


Jan. 2, 1914 


200 


3,508 


639 


6,035 


328 


713 


58.61 


July 30, 1914 


200 


4,141 


625 


6,683 


383 


948 


59.47 


July 1, 1915 


6,400 


3,932 


372 


12,216 


82 


2,365 


29.35 


Deo. 30, 1915 


5,200 


5,015 


352 


13,310 


174 


2,114 


34.41 


June 29, 1916 


8,100 


4,763 


344 


15,809 


38 


2,273 


28.18 


Deo. 28, 1916 


7,500 


5,076 


295 


16,679 


15 


2,260 


28.34 


June 28, 1917 


10,800 


5,288 


260 


19,823 


34 


2,734 


24.56 


Deo. 27, 1917 


12,700 


5,352 


248 


22,337 


252 


2,914 


21.96 


June 27, 1918 


18,650 


5,424 


259 


28,423 


37 


4,019 


17.50 


Deo. 26, 1918 


17,350 


5,478 


318 


30,250 


112 


2,366 


17.71 


June 26, 1919 


23,400 


5,551 


304 


34,443 


49 


3,362 


15.47 


Aug. 14, 1919 


23,500 


5,572 


298 


35,152 


86 


2,879 


16.00 



i Compiled from L'Economiste Europeen. The note circulation maximum was 
raised to 36 billion francs by a bill signed February 25, 1919 (Bulletin de Statistique et 
de Legislation Comparee, February, 1919, p. 213) and again to 40 billion francs in July 
(L'Economiste Europeen, July 18, 1919, p. 40). 



190 QUARTERLY JOURNAL OF ECONOMICS 

The decline in gold and silver holdings of the Bank of 
France was very marked during the first year of the war 
and while the gold reserve began slowly to rise in the 
second year until it reached a much higher level than at 
any time prior to the outbreak of hostilities, the silver 
reserve continued to fall until a turning point was 
reached in the first half of 1918. The silver holdings are 
still less than one-half of what they were on July 30, 
1914. 

In addition to the notes of the Bank of France, credit 
money is issued by the Bank of Algiers. The total notes 
in circulation of the Bank of Algiers rose from 594 mil- 
lion francs on October 31, 1917, to 884 millions on Octo- 
ber 31, 1918, and 948 millions on March 1, 1919. 1 

Italy 

In addition to the Banca d' Italia, there are two other 
banks of issue in Italy, the Banco di Napoli and Banco 
di Sicilia. Soon after the outbreak of the war, these 
three banks began to issue notes not only for commercial 
purposes as heretofore but also for government account. 
Whereas the circulation of the former class rose from 
2,183 million fire on July 31, 1914, to 4,357 millions on 
November 30, 1918, the bank notes for the needs of the 
government reached 7,140 millions on the latter date. 
The bank notes issued for government account do not, 
however, comprise the total circulation for which the 
Treasury is responsible, for state notes (bilietti di Stato) 
and treasury notes (buoni di cassa) are also in circula- 
tion. The state notes, against which there was a reserve 
of 165 million lire in gold on November 30, 1918, re- 
semble our " greenbacks " to a large extent and date 

1 The maximum note circulation was gradually increased from 400 million francs 
authorized by the law of August 5, 1914, to 1100 million francs by the law of March 28. 
1919. Cf. L'Economiste Europeen, January 24, 1919, pp. 58, 59. 
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back to the pre-war period; the treasury notes are of 
recent origin, having a silver cover of 134 millions on 
November 30, 1918. The total amount of notes in cir- 
culation which form a part of the debt of the Treasury 
rose from 499 million lire on July 31, 1914, to 9,428 mil- 
lions on November 30, 1918. The Minister of Finance 
recently stated that the obligations of the Treasury on 
account of state and bank notes reached approximately 
10,200 million lire on May 30, 1919. 1 

As is true of other belligerents, notably France, Aus- 
tria-Hungary, and Russia, advances assumed an impor- 
tant place in assisting the Italian Treasury to tide over 
financial difficulties. On March 10, 1919, the advances 
of the three banks totaled 6,772 million lire. The 
largest increase occurred in the latter half of 1917 when 
the amount outstanding on June 20,1917, was practi- 
cally doubled by the end of the year. 

The metallic reserves of the banks of issue rose from 
1,490 million lire at the outbreak of the European con- 
flict to 1,572 millions on July 31, 1915, but in the eleven- 
month period following, a decline of 193 millions took 
place, accompanied by a further decrease of 109 millions 
in the latter half of 1916. During the last year and one- 
half, the reserves have remained practically stationary 
in amount. 

Japan 

The present banking system of Japan dates back to 
November, 1872, when the National Bank Regulations 
were first promulgated, modeled after the National 
Bank Act of the United States. Originally the notes of 
the national banks were convertible into specie but later 
they were in fact rendered inconvertible in gold by 
restricting convertibility to government paper money 

i London Economist, July 26, 1919, p. 136. 
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only. This system worked fairly well as long as the 
government circulation was kept within reasonable 
bounds. In 1877, the great Satsuma rebellion took 
place, in quelling which the government incurred heavy 
liabilities. A large amount of paper money was issued 
and soon thereafter depreciation set in which made itself 
felt very rapidly. This costly experiment necessitated 
revision of the banking laws, which was begun in 1883 
and completed in 1886. 

Under the new system the national banks were de- 
prived of their note-issuing power, which was transferred 
solely to the Bank of Japan. With the adoption of the 
gold standard in October, 1897, the notes of the Bank of 
Japan became convertible into gold. 

In 1897 the government established the Bank of 
Taiwan on the Island of Formosa, which was granted the 
same privileges as the Bank of Japan, except that the 
notes of the Bank of Taiwan were convertible into silver 
instead of gold, because the special requirements of the 
native population necessitated the establishment of a 
central bank on a silver basis. 1 In 1904, however, the 
Bank of Taiwan was authorized to issue notes converti- 
ble into gold. 

The rise in gold and silver holdings of the Bank of 
Japan assumed large proportions in 1916 and 1917. 
Japan, like the United States and a few neutral nations 
on the Continent, soon after the outbreak of the war 
found itself changing from an importing to an exporting 
country. Whereas the excess of exports of precious 
metals over imports was 20 million yen in 1915, the re- 
sults for 1916 showed a surplus of imports over exports 
to the extent of 73 millions, which was increased to 
238 millions in 1917. 2 The following table summarizes 

1 This bank extends its operations to South China and the islands of the Southern 
Pacific as well as to the Island of Formosa. 

' L'Economiste Europeen, June 6, 1919, pp. 346, 347. 



194 



QUARTERLY JOURNAL OF ECONOMICS 



the principal items in the balance sheet of the Bank of 
Japan. 

Bank of Japan ' 
(Million yen) 













Ratio of 












gold and 












silver hold- 






Notes in 




Private 


ings to 




reserves 


circulation 


deposits 


deposits 


combined 

note and 

deposit 

liabilities 


August 1, 1914 


219 


327 


138 


15 


45.63 


December 26, 1914 


219 


360 


125 


15 


43.80 


December 25, 1915 


249 


396 


254 


26 


36.83 


December 30, 1916 


414 


611 


361 


29 


41.36 


December 29, 1917 


656 


824 


582 


34 


45.56 


November 30, 1918 


721 


940 


982 


44 


36.67 


December 28, 1918 


726 


1,091 


1,048 


54 


33.11 


June 28, 1919 


705 


1,057 


1,192 


41 


30.79 


July 26, 1919 


728 


967 


1,222 


30 


32.81 



Russia 

At the time of declaration of war, the amount of notes 
of the Bank of Russia in actual circulation was 1,634 
million rubles, covered by a reserve of 1,601 millions in 
gold in Russia proper and 144 millions abroad. On 
October 16/29, 1917, when the Kerensky regime was 
ended, the circulation had reached 18,362 million rubles, 
covered by 1,295 million rubles in gold in Russia and 
2,309 millions abroad. The latter balance was, how- 
ever, fictitious in great part. To give added strength 
to the paper money already issued, the Minister of 
Finance in August, 1915, opened at London a credit of 
2 billion rubles, bearing no interest, which was later 
considered a part of the legal reserve of the Bank of 
Russia abroad and against which credit notes of equal 
amount were issued. 2 Thus the gold cover of notes of 

1 Compiled from the London Economist and L'Economiste Europeen, February 7, 
1919, p. 95. 

2 Revue d' Economie Politique, January-February, 1919, pp. 13 et seq. 
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the Bank of Russia fell from 107 per cent at the begin- 
ning of the war to 7.1 per cent in the last days of the 
Provisional government (19.6 per cent, if the fictitious 
balance abroad is included). The principal items re- 
lating to the fiduciary circulation in the balance sheet of 
the Bank of Russia on various dates are here given. 

Bank op Russia ' 

(Million rubles) 



















Ratio of 
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posit 




cover to 






Gold 


Bal- 


and 
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and 
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com- 






hold- 


ance 


sub- 


in cir- 


cur- 


ury 


bined 






ings 


abroad 


sidiary 
coin 


cula- 
tion 


rent 
ac- 


ac- 
count 


notes and 
deposit 
liabili- 














counts 




















ties 2 


Dec. 23, 1913/Jan. 5, 


1914 


1,515 


170 


59 


1,712 


551 


599 


60.94 


July 8/21, 1914 




1,601 


144 


74 


1,634 


596 


503 


66.56 


Dec. 23, 1914/Jan. 5, 


1915 


1,555 


200 


45 


2,984 


742 


220 


45.62 


June 16/29, 1915 




1,577 


109 


56 


3,583 


1,109 


347 


34.57 


Dec. 23, 1915/Jan. 5, 


1916 


1,611 


459 


39 


5,493 


1,328 


203 


30.03 


June 16/29, 1916 




1,540 


1,589 


75 


6,443 


1,582 


279 


38.58 


Dec. 23, 1916/Jan. 5, 


1917 


1,472 


2,150 


118 


8,897 


2,180 


203 


33.16 


Oct. 16/29, 1917 




1,295 


2,309 


178 


18,362 


3,252 


205 


17.33 



Before the war the banking law allowed only 300 
million rubles of bank notes to be issued without a gold 
cover. During the war ten ukases were promulgated 
from time to time raising this maximum to 16 billion 
rubles. 

From the end of July, 1914, to the close of the same 
year, the average monthly issue of bank notes amounted 
to 238 million rubles; during 1915, 223 millions; in 
1916, 290 millions; in January and February, 1917, 
423 millions; in the four months following, 776 millions; 
in July and August, 1,172 millions; and during Septem- 
ber, 1,892 millions. 

1 Compiled from the London Economist. 

2 In the metallic cover the balance abroad is included altho it was in great part 
fictitious and represented a small amount of specie to the credit of the Bank of Russia. 
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A study of the note issues for the seven months of 
1916 as compared with the same period of 1917 shows 
the effect of the Revolution on the fiduciary circulation. 
With expenditures mounting to prodigious heights 
because of the Provisional government's aggressive 
military policy and with the flow of revenue practically 
stopped, reliance on the issue of paper money became 
more and more pronounced. From 4 to 5 million rubles 
a day before the war, the daily issues were increased to 
60 or 70 million rubles toward the end of the Kerensky 
regime. In the seven months of 1917 in which the Pro- 
visional government assumed control, the note circula- 
tion was increased practically fourfold as compared with 
the same period in 1916, as is seen from the following 
monthly figures (in million rubles) : 

1916 1917 

March 179 1,031 

April 135 476 

May 167 729 

June 248 869 

July 248 1,070 

August 246 1,273 

September 765 1,892 

Total 1,988 7,340 

The Kerensky notes had to be forced into circulation. 
An agio on the notes issued by the Czarist government 
persisted throughout the period of the Revolution, the 
premium rising to about 40 per cent at the time of the 
Bolshevist coup d' etat. As was true of other belligerent 
countries, gold and silver almost entirely disappeared 
from circulation. 

After the fall of Kerensky and the rise of Bolshevist 
control, the note circulation received an impetus which 
had not been equaled in any other warring country. 
According to the Moscow Gazeta Petchatnikoff, new 
notes were issued from October 25, 1917, to January 1, 



INDEBTEDNESS OF PRINCIPAL BELLIGERENTS 197 

1918, to the extent of 6,544 million rubles, making the 
total circulation on the latter date 25,461 million rubles, 
inclusive of Czarist and Provisional government notes. 1 
During 1918, the increase was 29,802 million rubles 
distributed as follows: 

January 2,735 

February 1,380 

March 2,716 

April 2,731 

May 2,374 

June 1,720 

July 2,042 

August 2,454 

September 2,270 

October 3,353 

November 3,067 

December 2,960 

Total 29,802 

According to Pravda, the monthly average of new note 
issues during the first quarter of 1919 was only two and 
one-half billion rubles, the explanation being that " the 
maintenance of this low figure, in spite of a great in- 
crease in the state's expenditures, is due to the partial 
abolition of money payments between state depart- 
ments, the partial payment of state employees in kind 
and the satisfactory, if small, decreases of expenditure 
in certain departments." 2 

Germany 

The Act of 1906 permitted the Reichsbank to issue 
notes in denominations of 50 and 20 marks, instead of 
100 marks as heretofore. 3 These notes could be issued 
by any branch but were convertible into gold only in the 
main office in Berlin. In 1909 a law was passed making 

» London Economist, June 28, 1919, pp. 1175, 1176. * Ibid. 

8 Besides the Reichsbank, there are four other banks of issue in Germany whose note 
operations are of little importance, namely the Bayerische Notenbank at Munich, 
Sachsische Bank at Dresden, Badische Bank at Mannheim, and Wiirttembergische 
Notenbank at Stuttgart. 
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them legal tender. In addition, the imperial treasury 
notes, which had also been declared legal tender, issued 
in denomination 5 and 10 marks, were increased in 1913 
from 120 million marks to 240 millions. The Reichs- 
bank was allowed to include the latter notes in the one- 
third cover of lawful cash against its own issues. The 
remainder of the reserve could consist of discounted 
paper of not more than three months maturity. No 
maximum issue was provided in the law but if the cash 
cover fell below one-third, the excess was taxed at 5 per 
cent per annum, a certain quota or "contingent" being 
exempt from the tax. 1 

Loan bureaus, called Darlehnkassen, were also estab- 
lished soon after the opening of hostilities. These 
bureaus had been first tried in Prussia in 1846 and were 
again used in the wars of 1866 and 1870 with evident 
success. They made loans at 6| per cent ordinarily 
(altho subscribers to the first German war loan were 
charged only 6 per cent), running from 3 to 6 months 
with the privilege of renewal. In the case of govern- 
ment securities, 70 to 75 per cent of the quotations on 
July 25, 1914, formed the basis of the loan; on other 
securities and on non-perishable goods, the percentage 
ran from 40 to 70. On the strength of these loans, loan 
bank notes (Darlehnkassenscheine) were issued in the 
denomination of 1, 2, 5, 10, 20, and 50 marks, which 
were not declared legal tender but were acceptable at 
par by imperial and state offices. The Reichsbank 
counted these notes as part of its lawful cash reserve. 
The smaller denominations of the loan bureau notes 
were particularly necessary because of the disappear- 
ance of fractional coins. 

After July 31, 1914, the notes of the Reichsbank were 
no longer redeemed in gold by action of its directors, 

1 550 million marks ordinarily and 750 millions at the end of quarterly periods. 
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and the law of August 4, 1914, officially relieved the 
bank of this obligation. Imperial treasury notes were 
also made legal tender, by a law of the same date, but 
non-convertible. In addition, the tax of 5 per cent on 
excess issues was suspended. 

A study of the metallic holdings of the Reichsbank 
during the war shows what striking results were accom- 
plished by concerted appeals to patriotism. The value 
of gold and silver in the vaults of the Reichsbank was 
only 1,691 million marks on July 23, 1914. Soon after 
the war was declared, a drive was made to concentrate 
as much gold and silver as possible in the hands of the 
bank and the popular response at the time was gratify- 
ing to the government. All agencies were employed to 
bring home the necessity of maintaining the financial 
stability of the empire by depositing gold and silver in 
every form with the Reichsbank. The result was that 
by the end of 1916 the gold and silver holdings were 
increased 845 million marks. 

During the first half of 1917, a recession set in, due to 
the necessity of shipping gold to neutral countries to 
offset in part the unfavorable exchange situation. In 
the week ended September 23, 1918, gold to the amount 
of 100 million marks was received from the Bolsheviki 
in accordance with the Treaty of Brest-Litovsk. This 
increase was, however, of short duration. In the week 
ended November 15, 1918, there was a decline of 240 
million marks because the conditions of the armistice 
required the shipment of gold for safe-keeping with the 
Allies. Since that date, the fall in gold holdings has 
been almost continuous, reaching a level far below that 
existing before the war. 

The notes of the Reichsbank in actual circulation in- 
creased approximately fifteenfold from the beginning of 
the war to date. The greatest spurt was shown in the 
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month of December, 1918, when panicky conditions 
reigned immediately following the armistice. The notes 
in circulation were augmented in this month alone by 
3,578 million marks. Altho conditions became normal 
in the first half of 1919, 6,900 millions of new notes were 
issued. On July 23, 1919, the total amount of notes in 
circulation was 41,501 million marks, exclusive of notes 
of the other four banks of issue (278 millions on Decem- 
ber 31, 1918) and other emergency notes issued by dis- 
trict councils of individual municipalities after the 
armistice. 1 The two subjoined tables show the note 
circulation, deposits and metallic holdings of the Reichs- 
bank and the total note circulation on various dates. 

Imperial Bank op Germany' 

(Million marks) 













Ratio of 












metallic 




Gold 
holdings 


Silver 
holdings 


Notes in 
circulation 


Deposits 


reserve to 
combined 
note and 
deposit 
liabilities ! 








2,593 


793 




Dec. 31, 1913 


1,4 


45 


42.68 


July 23,1914.... 


l,t 


91 


1,891 


944 


59.65 


Dec. 31, 1914 


2,077 


52 


5,046 


1,757 


31.30 


June 23, 1915.... 


2,385 


52 


5,225 


1,614 


35.63 


Dec. 31, 1915. . . . 


2,445 


32 


6,918 


2,359 


26.70 


June 30, 1916 


2,466 


33 


7,241 


2,371 


26.00 


Dec. 30, 1916 


2,520 


16 


8,055 


4,564 


20.10 


June 30, 1917 


2,457 


64 


8,699 


5,693 


17.52 


Dec. 31, 1917.... 


2,406 


182 


11,468 


8,050 


13.26 


June 29, 1918 


2,346 


121 


12,510 


9,181 


11.37 


Dec. 31, 1918 


2,262 


20 


22,188 


13,280 


6.43 


June 30, 1919 


1,116 


20 


29,968 


13,730 


2.60 


Aug. 30, 1919.... 


1,103 


20 


28,492 


10,885 


2.85 



i London Economist, November 2, 1918, p. 625. 

* In the bank liabilities, only the circulation of the Reichsbank notes are included ; 
but since the metallic holdings of the Reichsbank are the only reserves against the 
Darlehnkassenscheine as well as against the Reichsbank notes, the ratio of metallic 
holdings to combined note and deposit liabilities is much smaller than the percentages 
in this column indicate. 
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Notes in Circulation in Germany 1 
(Million marks) 



Reichsbank 
notes 



Treasury 
notes 



Loan 

bureau 

notes 



Gold 



Notes of 

the other 

four banks 

of issue 3 



July 23, 
Dec. 31, 
Dec. 31, 
Dec. 31, 
June 30, 
Dec. 31, 
June 30, 
Sept. 7, 
Sept. 14, 
Sept. 23, 
Sept. 30, 
Oct. 7, 
Oct. 15, 
Oct. 23, 
Oct. 31, 
Nov. 7, 
Nov. 15, 
Nov. 23, 
Nov. 30, 
Dec. 31, 
June 23, 
July 23, 



1914. 
1914. 
1915. 
1916. 
1917. 
1917. 
1918. 
1918. 
1918. 
1918. 
1918. 
1918. 
1918. 
1918. 
1918. 
1918. 
1918. 
1918. 
1918. 
1918. 
1919, 
1919 



1,891 
5,046 
6,918 
8,054 
8,699 
11,468 
12,510 
13,804 
14,044 
14,430 
15,334 
15,798 
16,080 
16,420 
16,662 
16,960 
17,454 
17,906 
18,610 
22,188 
29,108 
29,345 



352 
344 
350 
346 
348 
346 
348 
344 
352 
352 
354 
354 
354 
356 
356 
358 
356 
339 
359 



446* 
9728 
2,874 
4,522 
6,266 
7,582 
8,280 
8,388 
8,494 
8,746 
8,882 
8,992 
9,150 
9,430 
9,610 
9,812 
9,876 
9,990 
10,243 
11,695 
11,797 



1,691' 
2,077 
2,445 
2,520 
2,457 
2,406 
2,346 
2,348 
2,348 
2,448 2 
2,448 
2,548 
2,548 
2,548 
2,548 
2,548 
2,308* 
2,308 
2,308 
2,262 
1,118 
1,112 



170« 
134 



172 
182 



226 



278 



AUSTEIA-HXJNGAEY 

Advances of the Austro-Hungarian Bank to both the 
Austrian and Hungarian governments played a highly 
important r61e in financing the war. While details are 
lacking for the early years of the war, it is known that 
at the end of 1917, these advances amounted to 13,690 

1 Compilation of figures given in London Economist, unless otherwise indicated. 

2 Rise due to arrival of booty from Russia. 

• London Economist, November 23, 1918, p. 709 and Wirtschaftsdienst, January 31, 
1919. 

• Due to surrender for safe-keeping with the Allies of gold received from the Bol- 
sheviki in accordance with the Treaty of Brest-Litovsk. 

» Statistiches Jahrbuch fur das deutsche Reich, 1915, p. 295. 

• As of July 31, 1914. 
T Gold and silver. 

8 Reichsbank Report for 1915. 
B Data not available. 
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million crowns, augmented by additional 17,380 millions 
during 1918 and 1,771 millions in the first-half of 1919. 
These loans reflect themselves in the prodigious increase 
in the note circulation since the beginning of the war. 

With a very marked decline in gold and silver hold- 
ings, the metallic cover for note and deposit liabilities 
has dwindled to insignificance. No other bank of issue 
of the principal belligerent powers, with the exception of 
Russia only, finds itself in such financial straits as the 
Austro-Hungarian Bank. The small amount of gold 
and silver in its vaults, almost one-fifth of that in 
reserve during the pre-war period, bears a relation of 
practically no consequence to the enormous burden of 
liabilities assumed by the bank during the war. The 
following affords a brief summary of the note and reserve 
situation on various dates. 



Atjstbo-Hcngarian Bank ' 
(Million crowns) 















Hatio of 














metallic 
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holdings 
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Gold 


Silver 


Note 
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to com- 




dual gov- 
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circulation 
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ernments 










deposit 
and note 


























liabilities 


Dec. 31, 1913 




1,241 


262 


2,495 


4 


60.24' 


July 23, 1914 




1,238 


291 


2,130 


4 


71.78' 


Dec. 31, 1918' 


31,070 


262 


57 


35,589 


7,141 


0.75 


Feb. 2, 1919* 


31,863 


262 


57 


37,107 


7,134 


0.72 


June 30, 1919 


32,841 


274 


57 


41,761 


6,475 


0.69 


Aug. 15, 1919 


32,954 


271 


56 


42,722 


6,511 


0.66 



1 Compiled from the London Economist. No reports were made public in the inter- 
val between the time of declaration of war and the end of 1917. 

! From Pester Lloyd, as quoted in British Board of Trade Journal, April 3, 1919, 
p. 454. 

• From L'Economiste Francais, March 8, 1919, p. 295. 

* Data not available. 

6 Ratio of gold and silver holdings to note circulation only, exclusive of deposits. 
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Turkey * 

In 1910, a currency committee was appointed by the 
finance Minister David Bey, to investigate the mone- 
tary situation. A report was submitted in 1911, the 
chief recommendations of which were (1) standardiza- 
tion of various kinds of piastre and elimination of dis- 
crepant valuations of this unit; (2) simplification of the 
currency by abolition of non-decimal valuation of the 
monetary unit; (3) establishment of a fixed and un- 
changeable monetary unit everywhere, viz., one gold 
pound to be considered the equivalent of 5 medjidies 
or 100 piastres; and (4) adaptation of the amount of 
cash in circulation to local needs. Before action could be 
taken on these suggestions, the war broke out. 

In order to carry through its mobilization with the 
utmost speed, the Ottoman government required a large 
amount of cash. A law was passed August 3, 1914, 
making legal tender the notes regularly issued by the 
Imperial Ottoman Bank of Constantinople. The gov- 
ernment tried to induce the bank to increase its note 
circulation from £T 2,000,000 to £T 4,000,000 and in 
return to furnish the Porte with a credit of £T 1,500,000. 
The bank refused and as a result, the government com- 
pelled the bank to place in circulation the following: 
(1) gold certificate notes covered by a new German and 
Austrian advance in gold, deposited in the Reichsbank 
and the Austro-Hungarian Bank and administered by 
the Dette Publique, and (2) currency notes payable to 
bearer covered by German treasury bills deposited at 
the Reichsbank and administered by the Dette Pub- 
lique. 2 These notes were issued in low denominations 

1 Archiv fur Wirtschaftsforschung in Orient, April, 1917, article by Dr. C. A. 
Schaefer. 

1 In April, 1917, a charter for a new national bank was issued by the Turkish govern- 
ment, to be called the Ottoman National Credit Bank, which will become the state 
bank and have the right of issuing notes after 1925 when the privileges of the Imperial 
Ottoman Bank will expire. Statesman's Yearbook, 1919, p. 1318. 
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and were made compulsory legal tender, redeemable in 
gold at a definite date after the declaration of peace. 

Since no fixed ratio of silver to gold existed and since 
the shortage of small change was accompanied by a 
reduction in the discount of silver, 100 silver piastres 
were accepted as the equivalent of one gold pound, in- 
stead of 108 as heretofore. It was felt therefore that 
the repayment of currency notes would give rise to many 
difficulties after the war and that an immediate reform 
in the currency was advantageous and advisable. 

The new currency law passed April 8, 1916, went into 
effect April 14, 1916. By its provisions, the currency 
was supposed to have been placed on a gold basis. 
The limits of legal tender were fixed at 300 piastres 
for silver coins and 50 piastres for nickel coins. Altho 
free coinage of silver was not expressly abolished, sil- 
ver was reduced to the status of small change. The 
piastre, made of nickel and equivalent to 40 para, was 
made the monetary unit. Fractional denominations of 
20, 10, and 5 para were also issued and the old silver 
piastres and half-piastres were replaced. 

The silver coinage (purity 83 per cent) now consisted 
of 2, 5, 10, and 20 piastre pieces, the latter being the 
equivalent of one medjidie. The gold coinage (purity 
916| per cent) comprised pieces of 25, 50, 100, 250, and 
500 piastres. The gold pound or its equivalent in paper 
was made equal to 100 piastres or 5 medjidies. 

Altho specualtion in coinage was to be penalized and 
the government promised to establish money-changing 
offices in the capital and in the provinces in order to 
eliminate abuses of money-changers, the activities of 
the latter continued. The currency became greatly 
depreciated, the discount running as high as 500 per cent 
as compared with gold, and instead of being on a gold 
basis, Turkey is now almost completely in the throes of 



INDEBTEDNESS OF PRINCIPAL BELLIGERENTS 205 

a paper money regime. 1 The face value of imperial 
treasury notes in forced circulation throughout the Otto- 
man Empire is at present about 160 million Turkish 
pounds of which about 5 million are covered by gold 
belonging to the Turkish Public Debt Administration 
and the remainder is guaranteed by German treasury 
bills registered in Berlin in the name of the Public Debt 
Administration. The latter does not guarantee the 
reimbursement of these notes but undertakes that the 
amounts which it may receive in gold in payment of 
German treasury bills will be applied to the note cir- 
culation. Liquidation of the German treasury bills is 
spread over 12 years but since Germany is unlikely to 
to carry out this payment, paper money has fallen into 
further discredit. 2 



Louis Ross Gottlieb. 



Public Service Commission, 
New York City. 



1 The agio on gold according to one writer fluctuated from 2 to 155 per cent in 1916; 
from 135 to 500 per cent in 1917; from 180 to 465 per cent in 1918; and from 362 to 
431 per cent in the first three months of 1919. Cf. Jean Vergeot, " Le Papier- Monnaie 
en Turquie pendant la Guerre," in Revue d'Economie Politique, May-June, 1919, pp. 
278-300. 

1 Cf. London Bankers' Magazine, May, 1919, p. 533. 



